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January 28, 2008

Honorable Cheryl Cox

Mayor

City of Chula Vista

276 Fourth Avenue, MS A-101
Chula Vista, CA91910

Dear Mayor Cox:;

Thank you for your letter of January 7, 2008, regarding the future of the South Bay Power Plani

{"SBPP"). The letter asks the California Independent System Operator (ISO) to respond to the
following questions:

1) Whatis the function of the SBPP as i relates lo reliability and fransmissien?

2) What needs fo occur in order to reduce the reliability designation on the SBPP enough
fo allow the latlice towers and {ransmission lines to be removed by December 20087

3) What needs to occur in order to eliminate the Reliabiity Must Run (RMR) designation on
SBPP s0 that if can be decommissioned and removed by February 20117

l understand that the City of Chula Vista is in negotiations with various parties regarding the future
use of the bay front thai would require removal of the SBPP. Thus, the timing of the possible
retirement of the SBPP is an important faclor in these negoliations. As you know, the generating
units al the SBPP are currently designated by the CAISO as Reliability Must-Run (RMR) units, This
designation cannot be removed unfil local refiability requirements can be met withou! the SBPF.

The CAISO is a non profit public benefit corporation chartered under the laws of the State of
Galifornia for the purpose of operating and maintaining the reliability of the statewide electric
transmission grid. The refiability of the transmission grid is dependent on a number of specific power
plants located in specific areas. SBPP is, in fact, critical io maintaining the reliability of the San

Diego area. In order to remove the RMR designation from SBPP, the Califoria 1SO must find that
relfability requirements can be met without SBPP units.

tn May 2007, San Diego Gas & Electric (“SDG&E”) entered inio an agreement with the operalor of

the SBPP 1o fll SDG&E's Local Capacity Area Resource requirement needs as mandated by the
California Public Utility Commission (CPUC). This agreement runs through December 31, 2009 and
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will secure all of the 704-megawatt capacily from the SBPP lo the region, Although this agreement
will provide SDG&E more fiexibllity over the operation of the facility and will ensure that the outpul
from the plan is avaitable 1o the CAISO lo supporl the local area needs, the CAISC concluded that

contiued RMR designation was required in order fo ensure availability of the resource to meet iocal
reliabifity needs.

The CAISO is aware of the widespread inferest that exists to see SBPP decommissioned and has
been in discussions with SDG&E aboul the requiremenls necessary (o remove the SBPP'S RMR
designation. In order to remove the RMR designation, there are a number of modilications o the

transmission andfor generation infrastruciure thal must happen first 1o ensure that local area
reliabilily is mainiained.

Three projecis are underway to meet this local area reliability requirament. First, with respect to the
need for new resources, construction of the Otay Mesa Energy Cenlaf is currenily underway.
Second, SOG&E has filed an application with the CPUC 1o construct the Sunrise Powelink
Transmission Project that will enable SDG&E lo substantially improve system refiability and provide
access to renewable resources. Third, SDGRE has recanily execuled contracls with two developers
jor new peaking generation resources in its service feritory.

From the CAISO's perspective, al least two out of three of these major modificafions must occur
before the RMR designation at tha SBPP can be removed. -In addition to these medifications, the
new Sivergate 230 kV substation and its related upgrades (scheduled for December 2008) as well

as the new Baja Norle natural gas inferconnection {scheduled for January 2008) must both be in
service.

Given that the Otay Mesa Enargy Center is under construction, the fulure addition of Sunrise

Powerlink would satisfy the requirements for removal of RMR designation at SBPP, If Sunrise is

delayad or nol conetritcted, additional new peaking generation will be required within SDG&E's

"~ service terrliory. The amount of new capacity would be based on the CAIBO's existing grid reliability 5
standsrds, which are analyzed each year. Based on the current slafus of the previously noled

projects, the RMR designation at the SBPP could be removed as early as 2010. However, delays in

consiruction of the Sunrise Powertink, lack of sufficient new peaking capacity, or delays in the in-

service dates in implementing the new Baja Norle natural gas interconneciion, would clearly detay

this date. Once the RMR designation is removed, there should be no CAISO-related impedimenl o
refiting and decommissioning SBPP,
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| trust that his sheds some light on the California 1SO’s role in determining the generation and
transmission infrastructure necessary o ensure grid reliability and its analysis of local reliability

needs related to the SBPP. If you have addilional guestions, please call Ali Chowdhury, Direclor of
Regional Transmission South, af (916) 608-1113.

Sincerely,

%Wmv

Yakou! Mansour
President & CEQ

cc.  Ali Chowdhury (CAISO)
Mike Niggii (SDG&E)
Steve Castaneda (City of Chula Vista)
David Garcia (City of Chula Vista)
Scoit Tulloch {City of Chula Vista)
Michael Meacham {Conservation & Environmental Services)
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July 24, 2008

Jane E. Luckhardt

Dowrey Brand Atlomeys LLP
555 Capitol Mat,, 10th Floor
Sacramenlo, CA 85814

Subject: MMC Chula Vista and Reliability Must-Run Status of the South Bay Power Plant

Dear Ms. Luckhardt:

This letier responds to your June 25, 2008 letler concerming the.refationship between your client's Chula
Vista Energy Upgrade Project {Project) and the Heliability Must-Run (RMR) status of the South Bay Power
Plant (SBPP). Specifically, you request clarification concerning & siatement allegedly atiributed 1o a
representative of the California Independent System Operator Corporation (CAISO) &t a meeting with the

City of Chula Vista, that the additional capacity created by the Projeci “could not be counted to suppor the
removal of the RMR designation® of the SBPP.

To set the record straight, consistent with CAISO CEQ Yakout Mansour's January 28, 2008 lstier io Chula
Vista Mayor Cheryl Cox, any new resource, with Rescurce Adeguacy (RA} deliverable capacily, located
within the San Diego loca! area would contribute toward the peaking resources required {including your
client’s Project) to meet the capacity need for San Diego local area reliability. In other words, in the event
either the Otay Mesa Energy Center or Sunrise Power Link Transmission Project is delayed, the capaciiy of
the Project would coniribute 1o meeting San Diego's focal reliability requirements provided that sufficient

additional new capacity in the San Diego local area were available in order 1o allow for the enlire SBPP 1o
be refired.

As noled in Mr. Mansour's January 28, 2008 letter, two infrastruciure enhancements will also be needed:

the Silvergate 230kV substation and the new Bzja Norle natural gas interconnection projecis must both be
in service.  In addition, local capaeity is not the only local refiability need served by SBPP. SBPP also has
black starl and dual-fuel capapiliies. Before the CAISO releases SBPP, the CAISO musi b salisfied that.
suitable aliemnatives are available that would replace ihese services or obviate the need for these semvices.

We hope this letter provides the clarification that you requested. Should you have any questions regarding
this leiter, please contact Calalin Micsa at (916) 608-5704 (cmicsa@caiso.com), Irina Green &l (916) 608-

1296 (igreen@caiso.com), Ali Chowdhury at (916) 608-1113 (AChowdhury @caiso.com) or myself ai (916)
£08-5880 (GDeShazo @caiso.com).

Sincerely,
§
< “,u
Gary DeShazo
Cirector, Regional Transmission North
Caliiornia ISO

151 Blue Ravine Road, Folsom, Califorma 95630 (916)351-2123
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% Your Link to Power Systatr Oparater Corporgton
Aprit 1, 2009
Hon. Denise Moreno Ducheny Vig emajl and fay tmansmittal
State Capttol
Room 5035

Sacramento, CA 85814
Subject: South Bay Power Plant
Dear Senator Ducheny:

This letter responds to your office’s request for additiona) factual information conceming the
statements in tha January 28, 2008 [stter from 18O Chief Executive Officer, Yakout Mansour in
Chula Vista Mayor, Cheryl Cox regarding the Reliability Must Run {"RMR") status of South Ba

in summary, at laast two of the following three eonditions must be met in order to removys the
RMR designation from the South Bay Power Plant; (1) the Otay Mesa Energy Centsr must be
In service; (2) the Sunriss Powerlink Transmission Project must be In service; and (3) addttional

that tha annual refiability assessments depend on an analysis of ail relavant fact's and, given
delays or other circumstances unanticipated at that time of the letter, RMR dssignation may
continue to be necessary beyond 2010,

To bring you up to date, the Olay Mesa project, which will provide 561 MW of new capacity, is
schedulsd for complation in 2008. The California Public Utilities Commigsion has approved the
Sunrise Powerlink project, which has a 1,000 MW transfer capability, and it ig curren
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Finally, ths 1SO is contractually required 10 make Hts decision o extand tha tarm of the RMR
contract by Ootober 1 of sach year for the following year. #there Is Bny doubt 8s 1o the whethar
the Sunriss Powsrlink project would not ba in service by the end of 2012, the I1SC will have to
extend the term of the contract for the 2013 RMR contract year,

Wa hope this information Is helpful. Please fesl free to contact ms you have any questions, |
can be reached ={ (816) 802.35786.

Sincerely,

WM{

ry
Diraclor, State Affairg

Co. John Ferrem
Kimberty Cralg
Yakout Mansour
Karen Edson
Laura Manz
Jim Dotmers
Nancy Saracino

Sidney Davies
All Chowdury
David Le
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November 2, 2009

Ms. Cindy Gompper-Graves

Chief Executive Officer

South County Economic Development Council
1111 Bay Blvd., Suile E

Chula Vista, CA ¢1811

RE: Ssuth Bay Power Plant

Dear Ms. Gompper-Gravas:

Thank you for extending an invitation to our Board of Govemors Chaimen Mason Willrich to speak al your
November 5 meeling. Unfortunately, Mr. Willrich's schedule and the pressing time commitments of other
ISO representatives prevent us from attending. So, we regretfully must decline your invitation. We

understand from your October 14 letter that your meeting topic is & worthy one: the future of South Bay
Power Plant.

While we are unable to personally convey our role in managing the majority of California’s power grid and

our current siatus in regards to the South Bay Power Plant, we would like to offer a few thoughis to share
wilh your members.

The ISG Is a nonprofit public benefit corperation established by state staiue to manage just over 25,000
circuit miles of ransmission lines and operate a fully iransparent and open wholesale electric market for the
power that Californians buy. Our mission is 1o ensure power is available when required by our state's
residents and businesses. We call this “reliability’ and it is our first priority.

To meet this responsibility, we are continuously evaluating the status of the iransmission system and
available gensrating resources to meet the needs of the world's seventh largest economy. This includes
planning and managing system upgrades that keep pace with load growth, among other drivers. In some
cases, maintaining grid refiability requires us to keep ready at a moment's call existing gensrating tacilities
that are critically needed in local areas to shoulder generation responsibilifies should transmission facilities
become unavailable. This is the most obvious need, but we also need these planis to support the greater
grid with stich things as voliage support. Pulling a facility off the grid produces a number of side effects on
the enfire network beyond just losing megawatts. Some facilities musi bs able to run when the grid needs
them and we call these reliability must run resources.

The South Bay facility, we have determined, is one of a small number plants in our control area that is
critically needed. Once we can ensure that the people of San Diego have enough generation and
transmission capacity to meet reliabfiity requirements, this will remove the need for the South Bay power
plant to have reliability must run designation and potentially lead towards its removal or repowering. In our
efforts 1o consider lifting the South Bay's seliability must-run designation this next year, we found that an
operationat Otay Mesa Energy Genter could help reducs the need for keeping the entire South Bay facility
avaitable for service. Recently, the Otay Mesa power plant began operational iesting and is sxpected to be
fully available in 2010. Upon confiming that good news, the ISO on Cctober 9™ was able to release South



Bay generating units #3 and #4 from the reliability must-run agreement. This removes more than half of the
South Bay power plant from the reliability must-run designation, i.e. 397MWs cut of 708MWs.

We are vigilant in continually assessing the grid conditions in San Diego. In the coming menths and years,
more improvements 1o the electric sysiem in and around San Diego are expected. As a result, we are
anticipating that new infrastructure will be placed into service that specifically allows us to modify the
refiability must run status of the remaining generafing units locaied at the South Bay site, as watranted.

We hope this information is helpful to your members and coniributes to their understanging of the

complexity required 1o operate the integrated system that handles California’s electricity needs. Please call
me if 1 can be of further service. My office number is (916) 608-7241.

Sincerely,
2zt
Phil Padtingil

Director, State Regulatory Affairs

157 Blue Ravine Road
Folsomn, California 95630

Page 2
(816} 351-4400



Power plant could close next spring

Action may come earlier than previously revealed
By Tanya Sierra
Friday, November 6, 2009 at midnight

OVERVIEW

Background: Chula Vista officials and environmentalists have been trying for years to
decommission the South Bay Power Plant that dominates the city's coastline.

What's changing: An e-mail between an SDG&E official and the organization that manages the
state's power grid indicates the plant's generators may be decommissioned as early as next
spring.

An e-mail between officials at SDG&E and the organization that manages the state’s power
supply indicates the South Bay Power Plant that dominates the Chula Vista skyline could be out
of commission sooner than previously revealed.

Officials announced last month that half the power plant’s two generators would be
decommissioned at the end of the year. But an e-mail between Jim Avery, SDG&E's vice
president of power supply, and the state’s Independent System Operator show they had been
discussing the imminent fate of the remaining generators as well.

The e-mail said reliance on the remaining generators could come to an end in March or April, as
more power sources come online. Avery asked ISO officials to write a letter to the city of Chula
Vista explaining that the remaining two generators would not be needed much longer.

Just days before, [SO told Dynegy, which leases and operates the 49-year-old facility, that its
“must run” status on two of its four generators would not be renewed.

“Would it be possible for vou to send a letter to the City of Chula Vista outlining our discussions

this morning?” Avery wrote in an Oct. 12 e-mail to Jim Detmers, the vice president of operations
for ISO.

“T am trying to settle this very contentious issue down before it erupts into law suits (sic) and a
full blown media circus,” Avery wrote. “I plan to share this information with the water quality

board later today, but I believe a letter from you would go along (sic) way 1o make the peace in
the city.”

Mayor Cheryl Cox said she never received a letter and did not know about the exchange.

Stephanie McCorkle, a spokeswoman for ISO, denied that an agreement was made and said



Detmers did not respond to Avery’s e-mail because an energy analysis is under way. .

Last month, Councilman Steve Castaneda said officials from both agencies told him the South
Bay Power Plant is no longer needed.

City officials are eager to see the power plant dismantled and the prime bay-front real estate on
which it sits developed for other uses. They and environmentalists accused ISO of {lip-flopping
in what it would take to deconumnission the generators during a panel discussion yesterday in
Chula Vista hosted by the South County Economic Development Council.

“The problem with the ISO is you always get a different answer from them,” said Laura Hunter
of the Environmental Health Coalition.

In January 2008, the ISO said two of three requirements must be met before the power plant
could be decommissioned. They include an Otay Mesa plant, which came online last month,
more peaker plants being built and the Sunrise Powerlink being completed.

Those requirements have been met, but the plant has still not been decommissioned, Hunter said.
“This is an ever-changing story,” she said.
McCorkle said the ISO frequently re-evaluates its energy needs.

“If people mistakenly take that as different answers, they need to look at the time frame when the
analysis was performed,” she said. “We are constantly updating our technical analysis.”

Next week, the San Diego Regional Water Quality Control will consider whether to renew the
power plant’s water permit, which is needed to run its cooling system. The plant takes in water
from San Diego Bay, which can kill and damage large quantities of larvae and fish.

The Chula Vista City Council and other elected state, local and federal representatives are urging
the water agency to deny the permit. If the permit is denied, the plant won’t operate, Dynegy
executive Dan Thompson said during the panel discussion.

Even if the plant were decommissioned by next spring, it would take two years to secure the
permitting to tear it down, Thompson said.
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South Bay Power Plant closer to being =
decommissioned

By Tanya Sierra

Wednesday. October 14, 2009 at 8:17 p.m.

OVERVIEW

Background: Chula Vista officials have been yearning for the removal of the South Bay Power Plant,
which dominates the city's coastal skyline.

What's changing: The state's Independent Systemn Operator said this week that two of the four
generators at the South Bay Power Plant will be decommissioned by the end of the year.

The future: Local officials are hopeful the plant is on the brink of becoming unnecessary. They are
looking at a possible decommission date of May 1.

CHULA VISTA — The South Bay Power Plant, which Chuia Vista officials have sought to remove from
the city's waterfront for years, will soon be halfway to decommissioned status, according to the state's
Independent System Operator.

[n an Oct. 9 letter to Dynegy, which leases and operates the 49-year-old facility from the San Diego
Unified Port District, an ISO official said the agency will not extend the plant's “must-run” status on two
of its four generators.

Permission 1o operate two of the generators “will terminate at midnight as of Dec. 31, 2009,” the letter
states.

The two remaining generators provide emergency power during peak use. That power is supposed to be
for San Diego County residents, but Chula Vista Councilman Steve Castaneda, a leader in the movement
to shut down the plant, said it is not.

“The power that the South Bay Power Plant generates is going to Los Angeles and not San Diego.”
Castaneda said.

1SO officials said it is hard to determine where the energy goes.

“Chances are it's being consumed locally most of the time,” said Gregg Fishman, a spokesman for the

http://signonsandiego.printthis.clickability.com/pt/cpt7action=cpté&title=South+Bay+Pow... 11/23/2009



South Bay Power Plant closer to being decommissioned - Local Breaking News - SignOn... Page 2 of 2

180, a nonprofit corporation that manages the statewide power supply.
Calls to Dynegy were not returned.

Forces that have been working to remove the plant from the South Bay skyline say its demise is
imminent.

The San Diego Regional Water Quality Control Board last month decided to take a closer look at the
plant's cooling system, which can kill or injure more than 1.6 million fish and larvae each year because
it sucks in water from San Diego Bay. Also, the California -nergy Comimission last month downgraded
the county's forecast for peak-demand power through 2020.

Castaneda said ISO and San Diego Gas & Electric Co. officials told him the ISO could acknowledge
next week that the South Bay Power Plant will soon no fonger be needed. A new Otay Mesa power plant
that is up and running and another plant near Pala that comes online next year will more than make up
for the loss of electricity, he said.

“We need (the) ISO to release the whole plant,” said Laura Hunter of the Environmental Health
Coalition. “It's time. This community has been patient. It's time for the ISO to pay attention to the
umpacts their decisions have.”

A call to Jim Avery, vice president of power supply for SDG&E, was not returned Wednesday, but
Castaneda said he has had discussions with him about the agency not needing energy from the South
Bay Power Plant.

Chula Vista has been trying to develop its bayfront for years and has entertained interest from the San
Diego Chargers and Gaylord Entertainment.

The Chargers considered building a new stadium at the site of the South Bay Power Plant, while
Gaylord wanted to build a hotel and convention center. Both projects fell through.

Castaneda said talks with the Chargers have not been revived.

“I think that without being overly optimistic, (shutting down the plant) is the most important thing we
can do to improve the attractiveness and the viability of our city's bayfront,” he said.

Find this article at:
http:/iwww . signonsandiego.com/news/2008/oct14/bn14plant-south-bay

! " Check the box to include the list of links referenced in the article.

@ Copyright 2007 Unien-Tribune Publishing Co + A Copley Nawspaper Site

http://signonsandiego.printthis.clickability.com/pt/cpt?action=cptétitle=South+Bay+Pow... 11/23/2009



A Tale of Two Power Plants

An Environmental Justice perspective on recreational access
to water and fishing for South Bay Communities

San Diego County has two communities with large, aging, baseload power plants located on their waterfronts:
Carlsbad, with Encina power plant at the coast, and Chula Vista, with the South Bay Power Plant on its
bayfront at the end of San Diego Bay. Both plants create limitations on access to the waterfront close to the
plant, but this is a much more serious issue for Chula Vista. This less affluent community has twice as many
residents as Carlsbad and very limited access to recreational resources.

S

Carlsbad beach View from Bayside Park, Chula Vista

While Carlsbad has 4.5 miles of beautiful swimmable and fishable beaches, Chula Vista must make do with
only about one mile of recreational bayfront. Much of this has steep, rock-lined slopes down to the water, and
is not accessible for swimming. In fact, only about one-fourth mile of Bayfront Park is sandy and beach-like.
Chula Vista's potential fishing spots are posted with fish consumption warnings, and water quality suffers

more frequently from sewage-related contamination, as evidenced by its much greater count of Beach Mile
Days.

Carlshad 104,650 16% | 4.5 miles 4.5 0.34 Yes Yes
Marginal
Posted with
Chula Vista 233,108 30% | 1.1 mil 0.28 4.09 Marginal Warnings

*Most recent year on record.
Sources: Population data: SANDAG Profiles, current estimates. Poverty estimates: SANDAG Data Warehouse, 2000 Census,
population up to 2 times federal poverty level

Carlsbad beach miles: City of Carlsbad website. http:/fwww.carlsbadca.gov/about/Pages/AbouttheCityofCarlsbad.aspx
Chula Vista bayfront park miles: GPS & map measurements



Fishing Compromised

The promise of fishable waterways
is also seriously compromised for
residents in South Bay area
impacted by the power plant.
During 2004, EHC conducted a
community survey of people
fishing from the southernmost
piers in the Bay. The survey
sought to determine who fishes,
how often people fish, who eats the
fish, whether they eat fish skin or
other organs, and how they cook
the fish.

Fishing in the shadow of the fish consumption warning sign, Pepper Park, National City

Survey respondents were largely from low-income communities and many appear to be
engaged in subsistence fishing. Among this subpopulation are individuals who fish daily, who catch
up to 20 fish at a time, who stew fish, who eat fish parts other than fillets, and who feed fish to their
children.

This survey provides the first San Diego-specific data on subsistence fishing. It confirms that
estimates made of the quantities of fish eaten by subsistence fishers in other places also apply here.
The frequency of fishing and fish eating in our pier fishing population is very different than that of
statistically average Americans and may reach or exceed the 161 grams per day level recommended
by OEHHA taken from the Santa Monica survey value.! A selection of key results indicates any
Health Risk Assessment (HRA) based on the assumption that only fillets are consumed or that less
than 161 grams per day is consumed understates the human health risk for this group.?

EHC did a confirmation survey in 2007 which reaffirmed the trends found in the 2004 survey;
there is a subpopulation of residents who fish from San Diego Bay and eat the fish. Many of these
fishers follow a subsistence-type fishing pattern -- they fish on a daily or weekly basis, eat the fish
and feed the fish to their children. The majority use cooking methods that do not minimize intake of
contaminants that may be in the fish. As in the previous survey, the majority of people surveyed
were Latino or Filipino.

To the extent that a healthy ecosystem does not thrive in South San Diego Bay, due to
significant impacts of discharges like those of the South Bay Power Plant, there is an impact to
environmental justice communities. Termination of the discharge would alleviate some of these
impacts.

! http://www.oehha.ca.gov/fish/special reportsiconsumexec.html
? EHC Survey of Fish Consumption on Piers in San Diego Bay, September, 2004




1700 Pennsylvanig Avente, N.W,

KING & SPALDING Wostingor G, 20006.4705

Main: (202) 737-0500
Fax: (202) 626-3737

Direct Dial: (202) 626-5510
E-mail; brichardsonf@kslaw.com

October 30, 2009 =
L

The Honorable Kimberly D. Bose e &

Secretary LD HeO
Federal Energy Regulatory Commission E 4y E
888 First Strect, N.E. A
Washington, D.C. 20426 =]

Re: Dynegy South Bay, LLC Annusl RMR Section 205 Filing and RMR
Schedule F Informational Filing, Docket No. ER10-/£.£. -000

Dear Ms. Bose:

Pursuant to Section 205 of the Federal Power Act,' and Part 35.13 of the Federal
Energy Regulatory Commission’s (“Commission”) regulations,” Dynegy South Bay, LLC
(“South Bay” or “Owner”) submits for filing, in Appendix A hereto, revisions to certain
Reliability Must-Run (“RMR”) Rate Schedules ("RMR Schedules™) of its Must-Run Service
Agreement (“RMR Agreement™) with the California Independent System Operator Corporation
(“CAISO”™) and amendments to the RMR Agreement (the “Annual 205 Filing”)., South Bay also
submits in Appendix B hereto, an informational filing detailing and supporting the proposed
changes to its Annual Fixed Revenue Requirement (“AFRR™), pursuant to Schedule F of South

Bay’s RMR Agreement (“Schedule F Filing™).

South Bay submits its Annual 205 Filing and its Schedule F Filing together for
administrative efficiency, given that several of the revisions in the Annual 205 Filing incorporate
the AFRR derived in the Schedule F Filing. South Bay requests that all of the rate revisions

herein become effective as of January 1, 2010.

116 U.S.C. § 824d (2006).
2 18 CFR § 35.13 (2009).
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By way of background, San Diego Gas & Electric Company (“SDG&E”) owned and
operated the Facility until April 22, 1999, at which time the Facility was conveyed to the Unified
Port District of San Diego (“Port™), which leased the Facility to Duke Energy South Bay, LLC.
In May 2006, LS Power Generation, LLC (“LSP Generation”) acquired all of the indirect
ownership interests in the Facility held by Duke Energy Corporation. In 2007, Dynegy Inc.
(“Dynegy™) acquired the Facility from LSP Generation. For the period April 1, 1998 through
December 2002, the CAISO designated all of the units at the Facility as RMR units. For
Contract Year 2003, Unit 4 was not subject to such designation. For Contract Years beginning
January 1, 2004 through Contract Year ending December 31, 2009, all units at the Facility have
been designated as RMR units by the CAISO. The CAISO released South Bay Units 3 and 4
from RMR service and designated South Bay Units | and 2 plus the combustion turbine as RMR
(“RMR Units™) for Contract Year 2010. Notwithstanding the selection of the RMR Units for
Contract Year 2010, the CAISO has informed South Bay that it may wish to terminate the RMR |
Agreement prior to the conclusion of the 2010 Contract Year due to other generation scheduled
to become commercial during the term of the 2010 Contract Year. Accordingly, it is expected J
that the Facility will be retired no later than December 31, 2010, with Units 3 and 4 being retired
no later than December 31, 2009,

In connection with the retirement of the Facility, South Bay has determined that the
revenues collected under the RMR Agreement are insufficient to pay for the costs of the closure,
including, but not limited to, demolition and remediation costs, labor retention and severance
payments, and lease costs afier the 2009 Cost Year. New Section 8.7 and Schedule Q are
designed to recover the balance of ESL Costs.

For purposes of Schedule Q, South Bay has separated the ESL Costs into four
categories. The first category consists of severance and labor retention pay. Severance will be
paid to employees who are released due to the Facility closure and the retention plan is designed
to retain employees in order to operate the Facility in a safe and reliable manner. The retention
payments in Phase I of the plan are payable to eraployees who remain through January 31, 2010.
All Facility employees were cligible for Phase I of the retention plan and payments are scheduled
to be made in February 2010, These retention payments are based on a percentage of base salary.
A portion of these costs have been collected in rates through Contract Year 2009. In Phase Il of
the retention plan, payments provide an incentive to employees to remain in order to continue to
operate and shut down the plant in & safe and reliable manner until the closure of the remaining
units at South Bay. Payment is based on the employee's salary and scheduled to be made
following the closing of the last unit,

Severance pay is also subject to a phased approach. In Phase I, released employees
will receive severance pay based on their respective years of service when Units 3 and 4 are shut
down. In Phase TI, released employees will receive severance pay based on their respective years
of service when the remaining RMR Units are shut down.




Dynegy South Bay, ILC
FERC Electric Tariff
First Revised Volume No. 2

SCHEDULE Q
END OF SERVICE LIFE COSTS

Criginal Sheet No. 221

Owner shall recover costs in connection with the closure of the Facility, including, but not limited to, the

following costs:
ESTIMATED COSTS

Labor Retention and Severance Costs

Retention Costs and Severance due to th i f Units 3 and 4 on December 31
Labor retention costs not previously coliected in AFRR $ 1,810,746
Severance costs 1,137,028
Phase || Retention Costs and Severance due to the closing of the remaiping units at the Faeility
Labor retention costs 907,520
Severance costs 2 46

Total $6,660,840
Maintenance and other costs not previously coliected in AFRR
Refund of demolition costs included in AFRR for 2010 ($160,125)
Capitalized maintenance not previously collected in AFRR 854,427
Maintenance charged to Work in Progress and not previcusly

collected in AFRR 201,260

Increase In allocated Western Region costs 171,725

Total $1,067,287
Port Rent
Rent to the San Diego Unified Port District during 2010 56,250,484
Rent to the San Diege Unified Port District during demolition period 13,605,291

Total $18,855,775
Demolition and Remediation Costs
Demolition and remediation costs in excess of amounts

previously coltected through AFRR $8,555,984

TOTAL $36,139,886
Monthly Payment for 2010 $3,011,657

Issued by: Eric P. Watts,
V.P. Commercial Power Operations
Issued on: October 30, 2003

Effective Date: January 1, 2010
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toward me and gurgles
through his snorkel-face,
"There's a sea turtle" There
it is, fins flapping away,
stowly disappearing into
the watery biue shadows,
elusive yet adorable, It
wouldn’t have been more
magical if we had just seen
4 unicorn, Even though [
was barn and raised in San
Diego, [ had never seen or
heard of sea turdes hece,
And so my summer
ended in San Diego. ! had
70 job and was compleiely
broke. It was only two weeks
since [ had ‘moved back
inte my parents’ heuse afer
living in San Francisco.
Thave alot of pressure
to realize the American
dream. My father is Syr-
ian, my mother is Ameri-
can. Bver since | was a kid
T have been told how great
it is to be an Atassi I'm told
that heing an Atassi in Syria
is something akin to being

a Kennedy in America, Sure,
we've had our share of Syr-
ian presidents in the past,
but these days Atassis are
getling ridiculousiy edu-
cated abroad. We have even
published books about our
great legacy. In fact, some-
one has put them in the

“Imagine you're & sea
turtie. Wouldn't you

myriad hobbiesiaiy
solving the turtlen::;rslgf
to my family. I do somg
research and find that itis
aciually an Easteris Bacific
preen turtle with a disui-

bution typically hetwesn -

30 deprees nerth’and 30
degrees south. San Diegois

stay here, too?”

University of Michigan
Drearborn. Libeary.

Being an Atassi heiress
is soonething | rnight ieen-
tion casually to boyfriends
to mix things up. [tsacon-
venient parlortrick. [even
got compimentary baklava
oRCe,

1t's difficult to explain
my abscure interests and

right outside this range.
Was that turile I saw g
gled home over the Meg-
can border in a suitcase
packed with novelty-sizé
sombrero hats and drtisan
ceramics? All it would take
is one accidental spill dowa
thestorm drain foraditch
of eggs to spuwn an r_xotu.
species.

|
'
i

N

"San Diego is homs 10
atheiving and established
colony of apprexirately
80 turtles. There are sev-
eral stories explaining their
origins.

One story describes
the sea turtles as renegades
busted free from turtle-
meat farms where they
awaited slaughter during
the earlier half of the 20th
Century. Another eerily
posits the turtles being
attracted to the warm-water
cangls of the power plant
in south San Diego Bay,

Sandwiched between
Interstaze 5 and the South
Bay, theelectric power plant
sitson the edge of the Sweer-
water Marsh National
Wildlife Refuge, This com-
Plicates things because it
seems these endangered
sen turtles are protectad in
2n area where they exist
artificially. To a species
swimming sround, forag-
ing for eel grass and gen-
exally being turtles, it makes
no difference.

Vcall ecalngis Jeff Semi.
noff at the Marine Terte
Research Program for the
Southwest Pisheries Sci-
ence Center, Atcarding io
hisﬁndmgs,r.hc turtles are
in the bay for the bounty
of eel grass. That thing
about tropical puwer-planl’
waters isa rumor, he says.
He goes an to explain that
sea turtles travel thousands
of miles foraging for food.
The Navy plants eel grass
out in the Bay. :

“Imagine youare a sea
turtle,” he says. “Wouldn't
yau stay here, toa?”

He seemsrushed, and
we don’t get to talk much
beforz the phone conves.
sation ends. His obvious
explanation doesn't explain
wity there 2re so many sto-
riesabout the tartles,

. One day, back in San
Francisco, § was having a
chat with my fun-loving

. boss, Mustafa. He owned

“Cafe du Solsil, where |

worked asabarista, Mustafa
held a wad of receipts in
one hand and used the

othertg pour beer from the
1ap. The foam spilled ento
the bills, when he said te
me, “You're young, you
dor’t niced to be so seri-
ous. Just go have fun, get
yourself a boyfriend or

nuts, the custorners. .,”

I scld cverything |
‘owned and flew to South
America,

Myparcnrs reminded
me [ was runging out of
money,but] eJq:rlamed that

twa, get yourself a girl
friend — U siot the kin
to judge — enjoy your
self. P'm stuck here, | gotc
go down to city hall, 1 gon.
£l some papers signed
the kids are driving m

the exchange rate woul
actually make me betr
off. All  necded was k&
backpack. -
When | came homu
my dad took me ko Syris
1t was a bummer, Thie ide

Ty asked Thee wausaeisin.

of getting marvicd was
brought up by relatives-
betwasn suspestivizalioal
grad scieali Wi wasnt ]
pursuing o pmfissiinoi
an sngagement, ke S



Avery, James

From: Avery, James

Sent: Monday, October 12, 2009 11:58 AM
To: Avery, James

Subject: FW; South Bay Units 1 & 2

From: Avery, James

Santt Monday, October 12, 2009 10:2¢ AM .

To: Jirm Detmers (jdetmers@caisa.com)

Ce: Niggli, Michael R.; Mitchell, Eugene ; Brown, Linda P,
Subject: South Bay Units 1 & 2

Jim,

Wouid it ba possible for vou to send a lelter to the City of Chule Vista outlining our discussions this morning pertaining to
the nesd to RMR South Bay Units 1 & 2 on a short term basis. Specifically, | plan to convey that you informed me that the
IS0 is orepared release the South Bay Units 1 & 2 from RMR once SDG&E installs the cap banks we discussed and
JPower successfully commissions the two peaker units that are under construction in Pala (currently anticipated in March
or Aprii of 2010). | am trying to settle this very contentious issue down before it erupts into law suits and a full blown media
Circus.

1 kriow that the 1ISO's decision to release the South Bay Units 3 & 4 from RMR at the end of 2008 was received with a sigh
of relief.

| plan to share this information with the Water Qualily Board laler today, but 1 believe a lstier from you would go along way
te make the peace in the City.

Jim

James P. Avery
Senior Vice President - Power Supply
San Diego Gas & Eiectric

: Office; (858) 650-6102
Fax:. (858)650-6106
Mail Location: CP33A

= iaverv@semprautitities.com

SEE







